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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 
State: MICHIGAN 

The State has in place a public process which complies with the requirement of Section 
1902(a)(l3)(A) of the Social Security Act. 
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POLICY AND METHODS FOR ESTABLISHING PAYMENT RATES 
(LONGTERM CARE FACILITIES) 

I.Cost Finding, cost reporting and Records maintenance 

B. 	 all costreports must be submitted on the state agencys uniform reporting form or m approved 
replica thereof, covering a 12-monthcostreportinsperiod. Any changes in reporting periods or 
exceptions to the number of months covered must be approved by the state agency 

C. 	 eachproviderescostreportmustincludeanitemizedlistofallexpensesasrecordedintheformal 
and permanent recounting records of the provider. 
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STATEPLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 
State of Michiem 

POLICY AND METHODSFOR ESTABLISHING PAYMENTRATES 
(LONG TERM CARE FACILITIES) 

E. 	 Each provider must maintainsufficient f inand records and statisticaldata forproper 
determination of costsas allowable, inaccordance with Section IIIof thisplan. This may include 
pertinent records requiredby the Medicare Principles of Reimbursement in 42CFR, 413.20and 
42CFR 413.24. 

F. 	 All of the provider's accounting and related records,including thegeneral ledger and books of 
original entry and statistical data, are regarded as permanent recordsand must be maintained for 
a period ofnot less than seven years. 

G. 	 All cost reports are retained by the state agency for not less than three years following the date of 
submission by theprovider. 

H. 	 Nonallowable expenses are excluded from thetotal operating expenses in accordancewith 
procedures identifiedon the reporting formand defined in Section 111of thisplan. 

I. 	 Related organhationsand coststo related organhations(asdefined in 42CFR 413.17)shall be 
disclosed by theproviderin thecost report. 

6110193 J. 	 Cost related to intergovernmentaltransfers Class 111nursing facilitiesowned by local 
governments and any related transaction management fees associatedwith the intergovernmental 
transferwillberecognizdmtsideoftbecostreporringprocess. 

I 
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POLICY AND METHODS FOR ESTABLISHINGPAYMENT RATES 
(LONG TERM CARE f a c i l i t i e s  

II. Auditing and Availability of Records 

A. 	 Each cost report submittedis verified for completeness accuracy, reasonableness andconsistency
throughadeskauditand/oracomputercheck itisexpectedthaton-siteauditswillbeconducted 
no less than once every four years. 

B. 	 Eachprovider mustallow access, during on-siteaudits and/or reviewsby the stateagency auditors 
and representatives of the United States department of Health and Human services, to requisite 
financial records and statistical data specified in Section I of this plan. This will include: 

1. The complete recordsof related organizations 

2. 	 The records of lessors to determineunderlying capital and operating costs of providers 
leasing facilities per section III.H). 

3. 	 Any records required by the Medicare Principles of reimbursementreferenced in 
HIM-15, chapter24. 

C. 	 If, upon audit or review,it is determined that a cost report contains incorrect data, the state 
agencyshallusethecorrectdatatocomputefutureratesbutwillnotretroactivelychangea 
previously applied rate unless fraud is suspected or the provider failed to di s c l o s e  required fiscal 
information. Incases of suspected fraud or failure to discloserequiredfiscal information,the state 
agency may retroactivelyadjust rates 



Attachment 4.19-D 
Section II1 Page 1 

POLICY AND METHODS FOR ESTABLISHING PAYMENT RATES 
(LONG TERM CARE FACILITIES) 

Allowable Cost Identification 

Allowable costs are those costs relatedtopatient care as permitted by theMedicarePrinciples of 
Reimbursement in42 CFR, Chapter IV, Subchapter as (regularly) amended,B,Part 413 regulatory sections 
with MY additionalexceptions or Medicaidprovisionsincluded. Where the single stateagency has 
incorporated a Medicare Principle of Reimbursement, HIM-15, interpretations will be used with MY 
additional provisions included. Section IV, "Payment Determination," ofthisplan specifies thedowable 
costs to be used as a cost basis for calculating prospective rates.01/01/93 

01/01/93 

01/01/93 

A. 

B. 


C. 

D. 

E. 


Allowablecostswillincludethe costs of meeting all certification standards for nursing care 
provider requirements as required by the state agency,by state law, or by federal legislation or 
regulation. 

Allowable costs include, butare not limited to, all itemsofexpease which providers incur in the 
provision of routine services,such as:regular room; dietary; nursing services;minor medical and 
surgical supplies; administration of oxygen; handfeeding incontinencycare; tray service; enemas; 
patientgowns;waterpitchers; basin; bed pans; bed rails; icebags; canes; crutches;walkers; 
wheelchairs; traction equipment; and other durable medical equipment formultipatientuse, special 
dietary services (includingtube or oral feeding, special diets), laundry services, social services, 
patient activity services, transportationfor medical and/or dental services, and physician services 
of medical staff functioningin an administrative capacity. Socially acceptablepersonal clothing 
(Section 1V.N) maybe an allowable cost in ClassIV Intermediate Care Facilities for the Mentally 
Retardedonly.Excluded are personal physician fees, prescribedlegend drugs, andancillary 
services (exceptas required in Section IV.G), andthe costs of total parenteral nutrition solutions 
and related supplies and equipment. 

Theoccupancythatwill be usedin perpatientdaycostdeterminations,for all butClass II 
facilities, is the greater of the paid occupancy including paid held-bed days or 85 percent of 
(certified) bed days availableduringthe cost reporting period for whichcostinformation is 
reported,including new facilities. For facilities that voluntarilyremove beds fromservice, 
bough  formal notificationto and after obtaining approvalfor the temporary removalofbeds from 
the Michigan Department of Public Health, occupancy percentageswill be computed as a percent 
of bed days available in the cost period. Owner administrator compensation limits will be applied 
based on the reduced bed count. Payment determinations for Class II facilities will be based on 
actual occupancy. 

The Michigan Single Business Taxis 811 allowable expense. 

TN No. 91-32 
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POLICY AND METHODS FOR ESTABLISHING PAYMENT RATES 
(LONG TERM CARE FACILITIES) 

2. 	 all other facilities will have interest expeame determined in accordance with current 
M e d i m  Principles ofreimbursement including theprovisions at 42 CFR 4 13.153and 
section 1861(v)(1)(0) ofTitle XVIII of the Social Security Act. 

H. allowableleasecostswillbedeterminedusingprinciple1or2below 

1. 	 A provider who entered into a bona fide, arms-length l e a f a  prior to September 1,1973, 
wherethelessorrefusedtoopenhisbookswillbeallowedanactualleasecostuptoa 
maximum of $2.50 per patient day. This limit was developed from the average lease 
rental cost for facilities leased prior to September 1, 1973, at which time the current 
method of calculation was effected. The preseptember 1, 1973, lessee has the right of 
appeal for bona fide, arms-length lease agreements which exceed the $2.50 limit. 

2. 	 Providerswho enter into or amend a bona fide arms-lag& leaseagreementafter August 
31,1973, willbe reimbursedaplant costcomponent determined inaccordancewith 
sections IV.A. or B. as applicable to an ownerprovider if the lessee discloses the 
allowablecostidormation requiredor ratesetting rn outlined in section lV.A.3. Without 
full disc-, 1- expease will not be rn allowable cat.The only exceptions to this 
disclosurerule shall be for lease expenses for photocopiers,postage meters and telephone 
systems determined as allowable costs in accordance with 42 CFR 413.9. 

1. 	 Bed debts, charity, and courtesy allowances as defined in 42 CFR 413.80 are not recognizedas 
allowable costs. 

J. 	 The cost of educational activities will be determined in accordance with 42 CFR 413.85, except 
the costsofeducational activities outsidethe continental United States are not allowable. 

IC. The cost ofdactivitieswill be determined in accordance with 42 CFR 413.90. 

L. The value of services of nonpaid workers willbe treated in accordance with 42 CFR 413.94. 



$58,088 

POLICY AND METHODS FOR ESTABLISHING PAYMENT RATES 
(LONG term CARE FACILITIES) 

N. 	 thecostforcompensationtoownersshallbedeterminedinaccordancewith42dfr413.102 
except that the allowable cost for compensation to owner/administrators will be determined as 
follows: 

1. 	 facilititeswith50mormorebedsarerequiredtomaintainafull-timeadministerper 
section 21702 of Public Act 493 of 1978). 

2. 	 The owner/administrators salary shall not exceed mounts &rived from the following 
table, which varies according to facility bed size 

$34,853 1986 $69,707 $104,558 
$35,906 1987 $59,842 $71,811 $107,716 
$37,262 1988 $62,103 $74,524 $111,784 
$39,276 1989 $65,409 $78,492 $1 17,736 

4. 	 For thepurposes of determining allowable cost, the above table isthe maximumamount 
of compensation that may be paid to (I full+@et section 217021[2]of Public Act 368 
of 1978)owner/administratoror thecombinedsalary oftheowner/administrator and any. .assistantadministrators and/or administrativeadministrative assistants 
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STATEPLAN UNDER TITLE XIX OF THE SOCIAL SECURITYACT 
State of Michigan 

POLICYAND METHODS FOR ESTABLISHINGPAYMENTRATES 
(LONGTERM CARE FACILITIES) 

0. The cost to related organizations will be determinedin accordancewith 42 CFR 413.17. 

P. Certaincapital expenditureswill be determined in accordancewith 42 CFR 413.161. 

Q. Costs related to patientcare will be determined as allowable costsor non allowable costs in 
accordance with 42 CFR 413.9. 

R 	 Providersshall be notilied of changes to theMedicam Principles of Reimbursement as 
specifically amended by sections III.A. through above. 

6110193 Q. 	 Costs related to intergovernmental transfersby Class nursing facilitiesowned by local 
governments and any related transaction managementfees associated with the intergovernmental 
transferareallowableunderthisplan. thesecostswillnotbecountedindeterminingthelesse 
of costsor charges for billing purposes. 

Supersedes 

TN No. 90-34 . .. . . ,, ,. . . . .. ._.- . 
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STATE PLAN UNDER TITLE XIXOF THE SOCIAL SECURITY ACT 
State of michigan 

POLICY AND METHODS FOR ESTABLISHING PAYMENT RATES 
(LONG-TERM-CARE FACILITIES) 

IV. PaymentDetermination 

For dates of serviceon or after June1, 1981, providersof nursing care will be reimbursed underthisplan 
on the basis of the lower of customary charge to the general public or a payment rate determined in 
accordance with this section of the State Plan. Aside from specific exceptione, prospective rates are set 
prior to the provider's rate-setting/costreporting period and are fixed for that period. There are five 
classes of long term care facilitiesand one specialtypeofpatientforwhichthere are separate 
reimbursement methods 

*.. 
Class 1: This class proprietary nonprofit facilities, paymentincludes and nursing with rates 

determined in accordance with Sections1V.A. through 1V.F. 

Class II: 	 This classincludesproprietarynursingfacilities for the mentally ill or mentallyretarded, 
withprospectivepaymentratesnegotiatedwiththeMichiganDepartmentofMental 
Health,withinindividualfacilityceilings based on occupancy.Paymentswill be 
retrospectively cost settled in accordance with Sections IV. B.through IV.G. 

Class 111: 	 This classincludesthenonprofitnursingfacilities that are countymedical care facilities, 
hospitallongterm care units, or state ownednursing facilities withpaymentrates 
determined in accordance with Sections1V.B. through 1V.F. 

Class IV: 	 This classincludes state ownedandoperated institutions andcommunity mental health 
operated alternative intermediate service (AIS)facilities for the mentally retarded and 
certified as ICF/MR facilities. The class also includes nonprofit nursing facilities for the 

03-0.3 -93 1 accordancewiththeMedicarePrinciples of Reimbursement (42 CFR, Chapter IV, 
Subchapter B,Part 413), including the exception listed in Section.1V.N. 

Class v: This classincludesfacilitiesthat are adistinct part of speciallongterm care facilitiesfor 
ventilatordependentpatients, with payment rates determined in accordance with Section 
1V.G.of this plan. 

mentally retarded. Members of this class are reimbursed allowable costs determined in 

01-01-93 I 

Supersedes 
TN NO. 91-32 
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POLICY AND METHODS FOR ESTABLISHING PAYMENT RATES 
(LONG-TERM-CARE FACILITIES) 

Special Long Term 
Care patients If the single State agencyhas placed, in 8 nursing facility, a patient transferred from an 

acutecaresettingwhorequiresspecializedandconcentratednursingandsupportiveservices
theprovidershallhaveanegotiatedpaymentratedeterminedinaccordancewithsection 
N . H .  of this plan. 

A. 	 Plant Cost Component (for class I and Class II facilities)Effectivefor cost reporting periods 
beginning on or a h  April 1,1985,the prospectively established plant cost componentfor Class 
iandclassiifacilitieswillbethesumoffourcomponentsthetaxcomponenttheinterest 
expease component,the lease/rentalcoxuponat .adthereturn on cumat asset value component. 

1. 	 thetaxcomponentwillbedeterminedasperpatientdaytaxcostwheretaxcostconsists 
of most recat, audited real estate and personalproperty taxa identified as an allowable 
cost under the Medicare principles of reimbursementas modifiedin Section III. 

2. 	 theinterestexpensecomponentwillbedeterminedasaperpatientdayinterestexpense
where all interest expense consists of most recent audited interest expease and financing 
expense identifiedM an allowable costasdefined in SectionIII.G. hove. Reimbursement 
forinterestexpensewillnotbebasedonanyamountofborrowingwhichexceedsthe 
lesser of the "curreat asset value" of that facility or the "curreat asset valueupper 
limitation"(teamsM defined in Section W.A. 4. b. and c., respectively Reimbursement 
forinterestexpensesubsequenttoasaleorresalewillbelimitedasaresultofthetitle 
XIX Section limitationon inmasts in Medicaid program reimbursemat 
subsequent todes,in accordance with Section IV.A.5.b. below. 

3. 	 thelease/rentalcomponentwillbeaperdayamountdeterminedinaccordance 
with Section III.H. to be paid only to thoseproviders with leases meeting theconditions 
in that section. all leases must have M recounting for the underlying initial owner's 
historical acquisition cost, and interest and property tax expease to obtain plant Cost 
reimbursementf a  these assets exceptfor the lease costs for photocopiers postage 
metere and telephone system which will be included in the lease/rental component. 


